ABSTRACT
version that only few poor people will use self-employment to escape from poverty (Schreiner 2001: op. cit.) . Eversole (2003) argues that due to the lack of the resources and the constraints they face, many micro-enterprises are poor, undercapitalized and inefficient.
Moreover, the effect of micro-enterprises is also influenced by the socio-economic, demographic factors in the particular context. Hulme (1990) ; Taub (1998); and Bhatt and Tang (1998) have suggested that the success of the micro-enterprises depends on the context of the country as well (Schreiner, 2001: op. cit.) . Gennrich (2002) in his study entitled "The Impacts of Micro-enterprises on Poverty Reduction in Rural Area: The Case of EI Quiche -Guatemala" argues that the impact of the micro-enterprise are related to education, social capital, farm characteristics and the access to markets.
In case of Nepal, a number of anti-poverty policies and programmes have been launched during the 1990s including micro-entrepreneur development. Government of Nepal in its Ninth Five Year Plan (1999 -2003 gave high priority to the promotion of selfemployment opportunities in the informal sector. The plan focuses on poor segments of the community. The objective of the plan was to provide support to the people living in absolute poverty to create self-employment opportunities through micro-enterprise establishment and development. During the plan period, although there was no specific definition of micro-enterprises in Nepal, the government of Nepal, with especial financial and technical supports of the United Nations Development Programme (UNDP), initiated many types of micro-enterprises from July 1998 as a tool to support the poverty reduction efforts in 10 districts where Parbat, the study area, is also one of these districts. However, in the second phase it has been extended to 20 districts. The main objective of establishing micro-enterprises is to address the poverty through the development of micro-enterprises among the low-income families that are identified as those living on or below the poverty line1.
Key Variables
Household Income: The household income includes the average annual income of the micro-entrepreneurs (non-micro-entrepreneurs) earned from various sources of income such as micro-enterprises, agriculture, service, pension, foreign job, daily wage/labour, etc., in the study area. Apart from the several definitions and indicators of poverty, this study accounts only income domain as the proxy measure of poverty. The changes in the income of the micro-entrepreneur/household indicate the direction of poverty Micro-enterprises: Micro-enterprises in this study are defined as the formal micro-enterprises that have been initiated and supported by government and United Nations Development Programme (UNDP) since its first phase of Micro-Enterprise Development Programme (MEDEP) in the district. Micro-enterprise (Case/Experimental group) in the model is included as a dummy variable where the households not running micro-enterprises (Control Group) which were surveyed in the 1996 by the government to identify the targeted beneficiaries of the Micro-Enterprise Development Programme are the reference category.
Sex: It includes the sex (male/female) of the principal earner of the households of microentrepreneurs (non-micro-entrepreneurs) in the study area. NRs. 5,750 equivalent to US $ 84 (inflation adjusted to 1999) in the year 1996 (NPC, 1996; Pun, 2000: op. cit) .
Caste/Ethnicity: It includes the caste/ethnicity of the micro-entrepreneurs (non-micro-entrepreneurs) in the study area which is categorized in the three groups: Dalit, Janajaties and Others. Dalit includes: Kami, Sarki and Damai; Janajaties includes: Gurung and Magar; and Others include: Brahamin, Chhetri, Thakuri, Giripuri, and Newar.
Agricultural Landholdings: It includes the total agricultural landholdings of the households of the micro-entrepreneurs (non-micro-entrepreneurs) in the study area. It is measured in Ropanies.
Economically Active Population: It includes all the members of the family who participate in the economic activities and contribute in the income of the household of microentrepreneurs (non-micro-entrepreneurs) in the study area.
Education: It includes the education of the principal earner of the households of the microentrepreneurs (non-micro-entrepreneurs) in the study area which is categorized in the four groups: Illiterate, Literate, Lower Secondary Level and Secondary or higher.
Data and Methodology
This study examines the changes in income of the households running micro-enterprises (experimental group) and the households not running micro-enterprises (control group) in the study area. Therefore, this is a Quasi-Experimental Research Design. This study is based on the primary data. The primary data was collected with the help of the semi-structured questionnaire schedule from the respondents. Direct personal interview method was applied to administer questionnaire. The data have been analyzed in two methods: Descriptive and Inferential analysis. Descriptive analysis includes formulation of cross tabulation, frequency distribution and percentage. Inferential analysis includes multiple regression analysis, computation of beta coefficients, and testing of the hypotheses. The alternative hypotheses of interest are: H1:1 : Micro-enterprises have significant impact on increasing the household income. H1:2 : Male principal earners of the households are likely to earn more income H1:3 : Caste/Ethnicity has an effective influence in the household income H1:4 : Agricultural landholdings have a positive relation to household income H1:5 : The households having large number of economically active populations are likely to earn more income H1:6 : Education of principal earner has a positive effect in the household income.
Multiple Regression was run with the help of the SPSS software to see the net effect of the micro-enterprises and the influence of the intervening socio-economic and demographic variables.
Models of the Study
The following models are run in order to test the effect of the predictor variables included in the research framework. Because of the variables with different nature, Multiple Regression with dummy variables is applied in this study. Some categorical variables are converted into dummy variables and added to the basic regression equation. With the introduction of each successive variable, the equation holds additional predictor.
Model Description Model No. Model
Model 1:
Model 2:
Model 3:
Model 4:
Model 5:
Model 6: 
Results and Discussion
Comparison of Mean Annual Income of Households: While comparing the mean annual income of micro-entrepreneurs' and non-micro-entrepreneurs' households, it is identified that the average annual household income of the micro-entrepreneurs has increased in comparison to the non-micro-entrepreneurs. The average annual income of the households of the micro-entrepreneurs has increased by around Rs. 17230.63 (significant at <0.01) comparing to the non-micro-entrepreneurs in the study area (Table 1 ). This gap signifies the impact of micro-enterprises. However, it is found that there is higher variability of income among micro-entrepreneurs despite their higher income. In the regression model, the major predictor variable (micro-enterprise) as a dummy variable is included at the first model. The change in the income coefficient is observed as a richer set of the control variables are progressively added to the models. The following table (Table 2) illustrates the model summary of this study. The Influence of Micro-enterprise Alone: Descriptive analysis reveals the strong relation between micro-enterprises and the household income (Thapa, 2007) . The regression analysis explains that the households running micro-enterprises are likely to earn larger incomes. Table 3 : Model-1 explains that keeping all other variables constant, micro-enterprises contribute an average annual household income of Rs. 17,230.631 (significant at <0.01) in comparison to non-micro-enterprises. However, when the effect of the major socio-economic and demographic factors is recognized, the effect of micro-enterprises decreases to Rs. 15,114.310 (significant at <0.01). However, it remains largely unchanged which shows that the socio-economic and demographic intervening variables included in the models also do not have much influences in the micro-enterprise income. Moreover, the income from the micro-enterprises can explain around 5 percent variance in the average annual income of the households (Table 2 : Model-1).
Is it Sex of Principal Earner of the Household?:
Generally, males are likely to earn more income in comparison to females counterparts. Descriptive analysis illustrates that among the micro-entrepreneurs, females are likely to earn more income which in case of nonmicro-entrepreneurs is just opposite (Ibid, 2007) . In regression analysis the results are not statistically significant (Table 3 : Model-2). However, in this study no sufficient evidences are found to claim this assumption. Perhaps, the initiation of micro-enterprises has encouraged those females who did not have access to economic domain of the household more than their counter part already having dominance in economic domain of the household. However, the role of micro-enterprises in raising women's status can not be ignored. (Table 3 : Model-3). However, when other probable variables are introduced in the succeeding models, the effect of caste/ethnicity turns to be insignificant. There are also no sufficient evidences to claim that Others have higher household income than Dalits. Table 3 : Model-3 tells that after the insertion of Caste/ethnicity in this model, the effect of the micro-enterprises income in the household income also remains unchanged. It indicates that there are no sufficient evidences to claim that the caste/ethnicity has significant effect on the micro-enterprise income.
Does

Does Agricultural Landholding have positive influence in Household Income?:
Descriptive analysis illustrates the positive relation of agricultural landholdings with household income (Ibid, 2007) . Table 3 : Model-4 shows that increase in each unit ropani of agricultural landholdings in the household contributes an average annual income of Rs. 1793.254 (significant at <0.1). However, after controlling the effect of other probable factors in the final model, the effect of the agricultural landholdings diminishes. In the final model, no sufficient evidences are observed to claim the effective influence of this factor in the household income. Table 3 : Model-4 shows that after the insertion of agricultural landholdings factor, the effect of the micro-enterprises income in the household income is not significantly changed. It indicates that the agricultural landholdings do not have significant effect over the micro-enterprises income.
Does Economically Active Population correlate with Household Income?:
It is obvious to say that economically active population is simply assumed to have positive correlation with household income. This study also observes that economically active population has significant influence on the household income. In the regression analysis, after the insertion of the economically active population in model five, the explanation of the variance in the household income by the model significantly increases by 1.6 percent (significant at <0.05). From this figure, we can infer that the size of the economically active population in the family is one of the major predictors of household income. Table 3 : Model-5 tells that each unit increase in the size of the economically active population in the family contributes an average annual income of Rs. 4834.780 (significant at <0.05). On the other hand, although the effect of the economically active population is significant, it does not bring significant changes in the contribution of the micro-enterprises income in the household income (Table  3 : Model-5). From this, we can infer that still the micro-enterprises have significant positive effect on the household income. Table 3 : Model-6 further illustrates that after controlling some other variables in the final model, it is observed that each unit increase in the size of economically active population in the family contributes an average annual income of Rs. 5775.686 (significant at <0.05). It shows that economically active population has significant effects in the household income.
Is it Education?: Generally the education is expected to have effective influence in reducing rural poverty. An interesting finding in this study is that the education below secondary level is not significantly effective. This study does not find the sufficient evidences to claim the effect of literate and lower secondary education in comparison to illiterates. Perhaps, this may be because majority of the population depend on the traditional ways of agricultural production where simply having lower secondary education may have no effect in household income in comparison to illiterates. Table 3 : Model-6 shows that effects of the literate and lower secondary education level in the household income is statistically insignificant. However, the effect of the secondary or above level of education is significant. Table 3 : Model 6 presents that if the principal earner of the household has Secondary or higher level of education, the average annual income of the household increases by Rs. 15063.366 (significant at <0.1) in comparison to the income of the illiterates. The effect of the secondary or higher level of education in the household income is significant even after controlling the effects of other probable factors in the model. It also concludes that secondary or above level of education have effective influence in the household income or to contribute in reducing the rural poverty. Moreover, Table 3 : Model-6 further shows that even after controlling the effect of the education variable in the household income, the effect of the micro-enterprises in the household income remains largely unchanged (significant at <0.01). Hence, it justifies the role of micro-enterprises contributing in the household income is not effectively influenced by level of education.
Final Model of the Study: Model-6 (significant at <0.01) is the final model of the regression analysis, where all the socio-economic and demographic factors used in this research are included. This model can explain 10.4 percent of variance in the household income (Table 2 : Model-6). The final model illustrates the effect of each factor in the model after recognizing the effects of the remaining probable factors. In the final model of the study, it is observed that only three factors: micro-enterprises (significant at <0.01), economically active population (significant at <0.05) and secondary or higher level of education (significant at <0.1) are the major predictors of the household income. Final model also shows that even after controlling the effect of all the socio-economic and demographic factors selected in the research framework, the significant effect of the micro-enterprise income in the household income remained largely unchanged (Rs. 15114.310, significant at <0.01). It shows that the micro-enterprises have positive role in the raising the income of household. 
Conclusion
This study has established the positive relationship between the micro-enterprises and the average annual household income in the study area. Since the main objective of micro-enterprises is to raise the income of the poor households and thereby reducing poverty, from this study it can be concluded that the micro-enterprises have significant contribution in reducing poverty in Parbat district. However, sex of the principal earners of the household, caste/ethnicity, agricultural landholdings and the education of principal earner below secondary level do not have significant influences in the household income. This study claims that the economically active members in the family do have significant role in raising the household income. The study suggests that the government should focus on developing policies to extend micro-enterprises and to provide secondary or higher level education to raise the income level of the rural people.
